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Abstract 
Gone are the days when inflation fears had receded under years 
of “Great Moderation” in macroeconomics. The US subprime 
financial crisis, the ensuing “Great Recession” and the sovereign 
debt scares that spread throughout much of the industrialized 
world brought about a new order characterized by higher 
inflation volatility, severe commodity price shocks and 
uncertainty over sovereign bond creditworthiness to name just a 
few. All of which tend to put in jeopardy both conventional 
inflation protected strategies and nominal unhedged ones: from 
reduced issues of linkers to negative long-term real rates, they 
call into question the viability of current strategies. This paper 
investigates those game changing events and their asset liability 
management consequences for retail and institutional investors. 
Three alternative ways to achieve real value protection are 
proposed. 
 
 
Keywords: Inflation Hedging, Portfolio Allocation, Alternative Investment, Commodities, 
Real Rates, Core Inflation, Global Macro, Inflation Pass-through, Strategic Allocation, 
Portfolio Insurance, Great Recession. 
 
 
JEL classification: C58, E3, E4, F01, G1, G2, N20, Q02 
                                                            
1 This document presents the ideas and the views of the author only and does not reflect Amundi AM’s opinion 
in any way. It does not constitute investment advice and is for information purposes only. 
Electronic copy available at: http://ssrn.com/abstract=2171804
2 
 
Conten
 The1.
 The2.
 Mo3.
 A g4.
 Swa5.
 Con6.
Referenc
List of F
 
 
ts 
 drivers of in
 convention
ving away fr
lobal macro
pping Head
clusion .......
es ...............
igures .........
flation hedg
al portfolio a
om linkers w
 approach to
line for Core
...................
...................
...................
 
ing .............
llocation to 
ith portfolio
 allocate com
 Inflation ...
....................
....................
....................
...................
hedge inflat
 inflation in
modities ...
...................
...................
...................
...................
....................
ion ..............
surance ......
....................
....................
....................
....................
....................
...................
...................
...................
...................
...................
...................
...................
...................
...................
...................
...................
...................
...................
...................
...................
...................
............ 3 
............ 5 
............ 7 
............ 8 
.......... 11 
.......... 13 
.......... 15 
.......... 17 
  T1.
In
contract
we will
pension
find the
econom
the mid
this last
product
these ar
inflation
strategic
which c
increase
an answ
A
inflation
close (M
overall 
econom
 
Figure 1
As thos
did thei
(Mabro,
he driver
flation hed
 to do so an
 find insti
ers a guara
ir America
ic realities 
dle ground
 category 
s or insurer
e exposed t
 and there
 decisions
ould be d
 in the dem
er. 
s Volcker’s
ary pressur
eltzer, 200
macroecon
ies were sh
: Crude oil an
e countries
r oil consu
 1987) as a
0
20
40
60
80
100
120
140
160
197
20
12
‐US
D p
er
 Ba
rr
el
Source: D
s of infla
gers worldw
d those wh
tutional in
nteed real v
n peers wh
cannot be w
 which are 
includes Fr
s which off
o short-run
fore keep 
 has gener
efined as “
and for inf
 monetary 
es in the U
5). But as 
omic stab
owing sign
d inflation o
 transforme
mption. D
 result of b
0 1975
ow Jones & Compa
Real WTI S
tion hedg
ide can be
o choose to
vestors suc
alue for th
ich choos
ritten in b
somewhat 
ench retail
er policies 
 inflation li
the risk on
ated a mas
too many 
lation hedgi
tightening d
S economy
investors w
ilization, th
s of econom
ver forty yea
d their eco
epressed o
oth econom
1980 1
ny/FRED
pot Price
ing 
 divided be
 do so as an
h as Briti
eir retireme
e to offer 
lack and w
driven by 
 banks hed
that, by law
abilities, th
 their boo
sive influx
dollars ch
ng assets a
rive in the
, the “Grea
ere ushered
e days o
ic take-off
rs in the US
 
nomies and
il prices i
ic difficu
985 1990
YoY. Head
tween thos
 investmen
sh pension
nts, and, in
real return 
hite, we wi
imperative 
ging their 
, are guara
ey have the
ks. This co
 of money
asing too f
s inflation r
late sevent
t Inflation”
 into a new
f cheap oi
.  
 caught-up
n the deca
lties (Hami
1995
line Inflation
e that are c
t strategy: 
 funds, wh
 the secon
targets to 
ll find a sw
and partly 
inflation-li
nteeing real
 option not
mbination 
 into inflat
ew [securi
emains mu
ies took its 
 era seemed
 era of rec
l were nu
 with more
des follow
lton, 2011)
2000 2005
YoY. Co
ompelled b
in the first 
ich have 
d category,
their inves
arm of inv
driven by 
nked retail 
 values. As
 to fully he
of impera
ion hedgin
ties]”. Thi
ted overall 
toll on the 
 to have co
eding infla
mbered: e
 advanced 
ing the oil
 and large 
2010
re Inflation
3 
y law or 
category 
to offer 
 we will 
tors. As 
estors in 
strategy: 
savings 
 both of 
dge this 
tive and 
g assets 
s steady 
begs for 
rampant 
me to a 
tion and 
merging 
 
ones, so 
 shocks 
offshore 
‐5%
0%
5%
10%
15%
4 
 
discoveries in the eighties led to a dramatic underinvestment in oil production whose 
consequences would only be felt at the end of the noughties: an ever rising demand became 
no match for the growth in production. As the financial cataclysm hit the world’s most 
advanced economies, crude oil prices returned to a high and volatile state, driving inflation 
upward in most countries and threatening to annihilate any timid sign of economic recovery. 
Throughout this period, the very nature of inflation drivers had changed as headline inflation 
indices faced a roller-coaster ride of a very different nature from the one experienced in the 
seventies (Blanchard & Gali, 2007): core inflation was now flat for every advanced economy 
(van den Noord & André, 2007) and (Todd & Stephen, 2010).  
 
Figure 2: Real sovereign 10 year yields for France, the UK and the US 
 
 
The subprime crisis and the ensuing “Great Recession” (Farmer, 2011) have had a 
lasting impact in the form of depressed economic activity and non-existent wage increases 
contemporaneously with inflation creeping upward (Levanon, Chen, & Cheng, 2012). While 
the effects of the non-conventional monetary policies implemented in the wake of the 
financial crises have not yet shown any clear signs in terms of inflationary activity, negative 
long-term real rates became a pressing reality for asset liability managers: the dangers posed 
by ever growing unhedged inflation liabilities seem all the more acute as constantly increasing 
flows of investors spooked by the surge in inflation and the financial market crash sought 
inflation protection. There are few reasons for this demand to abate as the populations in 
advanced economies age while seemingly being unable to reform their increasingly fragile 
redistributive pension systems, the consequences of which will most probably be an increase 
in the demand for private pension schemes, which have embedded purchasing power 
guarantees, synonymous of inflation protection (Zhang, Korn, & Ewald, 2007). As the 
prospect of stable and moderate inflation fades, with it vanishes the underpinning of inflation-
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such as linked bonds or swaps. All other asset classes have only time-varying hedging 
capabilities and therefore offer limited protection (Attié & Roache, 2009). Linked bonds have 
accordingly become the core of inflation hedging literature and make up the bulk of inflation 
hedged portfolios today (Bodie Z. , 1988). Yet, this one and only solution remains 
unsatisfactory for many investors: linked bonds are available in limited supply and 
accordingly suffer from low returns and less than optimal liquidity and depth compared to 
their nominal equivalents (D’Amico, Kim, & Wei, 2008). This is partly due to the fact that 
more than thirty years after their introduction in the United Kingdom, the issuance of private 
linked bonds has remained largely marginal and therefore confined to a few sovereign or 
quasi-sovereign issuers (Garcia & Van Rixtel, 2007). The problem has become all the more 
acute as the current sovereign crisis has raised credible questions on the opportunity for 
sovereign issuers to stick to their real issue policy in the face of rising costs as inflation crept 
up and long-term real rates, which have turned negative, have become the norm for many 
large nominal sovereign issuers. 
 
Figure 4: The share of linkers in sovereign issues for France, the UK and the US 
 
 
As good times bring on bad habits, the “Great Moderation” era (Stock & Watson, 
2003) of the decades preceding the subprime crises was no exception. This period witnessed 
an exceptional context of low and stable inflation which progressively relaxed the inflationary 
fears of the seventies and smothered memories of the high and volatile inflation which had 
characterized it. Rising inflation volatility at the turn of the last decade brought back those 
fears believed to be long lost and resulted in a new wave of interest in inflation protection. 
But the most pernicious effect of this new context was yet to come as nominal rates went 
down contemporaneously with inflation shooting up: purely nominal un-hedged strategies 
0%
5%
10%
15%
20%
25%
30%
35%
40%
1990 1995 2000 2005 2010
UK % ILB US % ILB FR % ILB
Source: UK‐DMO / FR‐AFT / US‐Treasury
 started 
central 
tools an
as quan
This ne
hedging
moderat
 
 M3.
O
subprim
worldw
crisis on
the haz
significa
these fa
theoreti
rise in t
sovereig
of this i
out to b
This in
research
C
sovereig
will eve
sheets. R
issue po
if not an
this poli
inflation
nominal
There is
Ziemann
potentia
optimal 
has a g
Moreov
manage
but also
to backfire 
banks all o
d expand th
titative eas
w investme
 strategies 
ion hypoth
oving aw
ne of the m
e mortgag
ide (Cacere
ly fueled a
ardous com
nt spikes i
ctors result
cally nomin
he demand
n treasurie
nflation lin
e more exp
evitably le
 in its nasc
onsidering 
n issuers fr
ntually be t
esorbing d
licies whic
 outright r
cy shifting
-linked bon
 assets wh
 a large bo
, 2009) su
l resilience
allocation 
uaranteed 
er, as mos
ment desks
 a certain l
dangerous
ver the OE
eir balance
ing and Tw
nt climate
that would
esis that ha
ay from 
ost endurin
e crisis in 
s, Guzzo, &
n additiona
bination o
n headline 
ed in incre
al and rea
 for them w
s were them
kage. The v
ensive to is
ads to the 
ent phase: t
the overw
om industr
he last ava
ebt through
h could in t
eduction in
 is in fact p
ds could b
ich would 
dy of litera
ch as com
 to both 
in inflation
value at m
t of the de
, it adds an
evel of rea
ly and requ
CD count
 sheets, the
ists becom
 motivated
 neither be
d shown its
linkers w
g testimon
the US ca
 Segovian
l flight to q
f an equity
inflation fo
ased deman
l risk-free 
as not to b
selves bat
ery raison
sue than th
return of 
he availabi
helming d
ialized cou
ilable weap
 monetary 
urn lead to
 their outpu
robably alr
e bypassed 
also have i
ture on nat
modities o
expected a
 hedging p
aturity or 
mand for i
other layer
l return to m
ired a pro
ries started
re were fe
e househo
 researcher
 linker ba
 limits. 
ith portfo
ies of the 
n be found
o Basurto,
uality synd
 bear mar
r at least t
d for at le
products, n
e matched 
tling with r
 d’être of l
eir nomina
the questio
lity problem
ebt overh
ntries, it is 
on left in th
erosion wi
 some redu
t. By the l
eady under
if we were
nflation he
ural inflati
r listed rea
nd unexpe
ortfolios. B
even a re
nflation he
 of comple
atch part 
found rethi
 to implem
ars that the 
ld names 
s to move 
sed nor de
lio inflat
financial m
 in the el
 2010). Th
rome which
ket of hist
wo decade
ast inflation
amely inve
by an equi
ising finan
inkers had 
l counterpa
n that had
 of linkers
ang proble
becoming i
e state’s ar
ll probably 
ction in the
ook of issu
way. Yet, t
 capable of 
dging capa
on hedging
l estate (R
cted inflati
ut none of
al (and no
dging asse
xity as the
of their fun
nk of their
ent unconv
problem co
(Baumeiste
into a new
pendent on
ion insur
eltdown br
evated leve
e ensuing E
 had gripp
oric propor
s. The com
 protected 
stment gra
valent rise 
cing costs p
backfired b
rts in times
 plagued i
. 
m which 
ncreasingly
senal to fig
lead to a re
 share of lin
es in the la
he foreseea
replicating 
cities (Bren
 assets (Am
EITs) whic
on shocks 
these alter
minal) floo
ts comes f
y require n
ding costs
 use. More
entional m
uld only g
r & Benati
 era of alt
 a macroe
ance 
ought abou
l of risk 
uropean so
ed investor
tions and 
bination of
investment
de linkers. 
in their issu
recisely as
adly as the
 of rising i
nflation pr
looms ov
 clear that 
ht bulging 
vision of so
kers in ne
st couple o
ble scarcity
linkers wit
nan & Xia
enc, Mart
h delves in
and their 
native asse
r like link
rom asset-
ot only a r
. Clearly, n
7 
over, as 
onetary 
et worse 
, 2010). 
ernative 
conomic 
t by the 
aversion 
vereign 
s fleeing 
the first 
 both of 
s, if not 
But the 
ance as 
 a result 
y turned 
nflation. 
otection 
er most 
inflation 
balance-
vereign 
w issues 
f years, 
 of new 
h purely 
, 2002). 
ellini, & 
to their 
ex-ante 
t classes 
ers do. 
liability-
eal floor 
ot all of 
8 
 
these re
applicat
Th
in the 
Constan
Lemaire
strong r
REITs t
these al
intrinsic
impede 
environ
monetar
yielding
(Graf, H
financia
 
 A4.
Th
seen cru
first tim
The ens
emergin
reached
hedging
dollars 
increase
Their ap
the rece
had wit
lived as
persiste
timing o
crude in
growth 
climbed
times, d
Th
allocatio
is to be 
quirements
ion of portf
is asset ma
form of th
t Proportio
, A Dynam
eal return 
o hedge a 
ternative a
 limit of th
the incepti
ment, in wh
y policies,
 negative r
aertel, Kli
l planning. 
 global m
e decade l
de oil pric
e in curren
uing “Grea
g countrie
 unprecede
 crisis-robu
of commod
 in a deca
peal only 
ssion-induc
hstood the 
 a combina
nt geopolit
f peak oil 
dex hoveri
worldwide 
 as drough
emand for p
e underlyi
ns, apart f
found in th
 can be me
olio insuran
nagement c
e Dynamic
n Portfolio
ic Inflatio
yielding as
fundament
ssets to be 
is strategy 
on of the st
ich the com
 coupled w
eal rates u
ng, & Ruß
acro app
ong commo
es breach th
t value sinc
t Recession
s, whose g
nted peace
st alternati
ities had f
de accordin
momentaril
ed global f
first part of
tion of gov
ical tension
rapidly hit
ng back ab
took their 
ts, floods, 
recious me
ng motive b
rom their o
e nature of
t simultane
ce (Leland
lassic from
 Inflation 
 Insurance
n Hedging 
sets with h
ally low in
captured, 
would be th
rategy. Thi
bination o
ith tempo
ntil very lo
, 2012) in t
roach to 
dity bull-ru
e psycholo
e the two o
” brought a
rowing co
-time levels
ve investm
ound their 
g to a Ba
y waned a
all in dema
 the financ
ernment in
s througho
 back at th
ove $100 a
toll on ind
and confli
tals soared
ehind com
bvious high
 the relatio
ously, but a
, 1980) to o
 the sevent
Hedging T
 (CPPI). T
Trading St
igh volatil
flation vol
while signi
e persisten
s is unfortu
f low nom
rarily high
ng maturit
heir optim
allocate c
n which ca
gical barri
il shocks o
n abrupt en
mmodity c
. Commod
ent class o
way into i
rclays com
s losses on
nd and lost
ial crisis u
tervention 
ut the Mid
e bear run 
 barrel.  A
ustrial meta
cts damage
. 
modities’ p
 risk-high 
nship betw
 mitigation
ur problem
ies is transp
rading Str
his new fr
rategy, 201
ity ones lik
atility risk.
ficantly lim
ce of negat
nately the 
inal rates a
er than off
ies. This ap
al product 
ommodit
me to a clo
er of one h
f the sevent
d to a deca
onsumption
ities had b
f choice. B
nvestors’ p
modity sur
commodity
 their luster
nscathed. C
to support 
dle East a
and promp
s recession
ls, demand
d crops an
ivotal role
reward pro
een investa
 approach c
. 
osed into r
ategy (DIH
amework d
2) envisag
e Equities,
 It enables
iting the d
ive long-te
case in the 
s a result o
icially targ
proach has
design unde
ies 
se in the su
undred doll
ies (Baffes
de which w
 had spur
ecome kno
y 2012, mo
ortfolios, a
vey (Barcla
 investmen
 as the inve
ontrarian’s
growth in e
nd resurgin
tly sent th
 gripped E
 for agricu
d stocks. A
in inflation
file, begs fo
ble asset cl
an be foun
eal asset pr
TS) deriv
eveloped in
es the incl
 Commodi
 the real u
ownside r
rm real rate
current inv
f non-conv
eted inflat
 been exte
r inflation
mmer of 2
ars a barre
 & Haniotis
itnessed th
red their p
wn as the 
re than 40
 more than
ys Capital
ts mounted
stment clas
 triumph w
merging co
g concerns
e Brent ben
urope and 
ltural comm
s in all t
 protected p
r an answe
asses and i
d in the 
otection 
ed from 
 (Fulli-
usion of 
ties and 
pside of 
isk. The 
s which 
estment 
entional 
ion, are 
nded by 
 risk for 
008 had 
l for the 
, 2010). 
e rise of 
rices to 
inflation 
0 billion 
 tenfold 
, 2012). 
 during 
s which 
as short 
untries, 
 on the 
chmark 
slowing 
odities 
urbulent 
ortfolio 
r which 
nflation. 
9 
 
When it comes to inflation linkage, they can be separated into inflation-driving and inflation-
driven ones. On the one hand, as commodity price changes feed directly into inflation and, 
conversely, cash rate hikes counteract it when they are used as monetary policy tools, they 
both naturally qualify as inflation drivers. On the other hand, since bond investment dwindles 
under rising inflation or, inversely, real estate investments should go up as rents adjust to 
inflation, it firmly anchors them in the inflation-driven side of our categorization of 
investment classes. It is worth noting that equities also mostly behave as inflation-driven 
assets even if its impact seems particularly investment-horizon dependent: as they are stores 
of relative value, which entitles their holders to the share of a real assets’ cash flows, they 
should be inflation neutral at the long end as nominal cash flows gradually adjust to inflation 
over time, but should be negatively impacted in the short run until the inflation adjustment 
takes place. 
 
Figure 5: Commodities before and after the Great Recession 
 
 
From a portfolio protection point of view, investing in inflation-driving assets seems the 
prudent choice as they should perform better at hedging inflation risk in both the short and the 
long end, therefore providing investors with an inflation-protected liquidity option on their 
investment at any time. Commodities thus arose as the potentially lucrative real-return 
yielding alternative asset class even if their price variations are significantly more volatile 
than those of the liability benchmark they are intended to outperform (Bodie Z. , 1983). In this 
context, are current allocation techniques performing satisfactorily or should we endeavor to 
find a radically new approach that would take into account the inflation driving factor? (Fulli-
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Lemaire, Allocating Commodities in Inflation Hedging Portfolios: A Core Driven Global 
Macro Strategy, 2012) goes down this path in applying advances in macroeconomics to 
achieve an efficient allocation. 
 
Figure 6: The evolving correlation between commodities and inflation in the US  
 
 
As commodity prices rose, economic agents’ perception of their impact on inflation 
seems to have amplified. Indeed, their increasing influence on the Consumer Price Index 
(CPI), a proxy measure for headline inflation, has been extensively documented by 
econometricians and macroeconomists in the last two decades (Blanchard & Gali, 2007). It 
appears that around the mid-nineties a macroeconomic paradigm shifting began to unfold in 
the following way: while the pass-through of exogenous commodity price shocks into 
headline inflation increased by a half, the equivalent pass-through into core inflation seems to 
have ceased. While these results should have profound implications for liability-driven 
commodity investors, there is still a clear gap in the literature on this subject as no one seems 
to have exposed the financial implications in terms of allocation technique those economists 
have paved the way for. This is especially true of the link between investable commodities 
and inflation liabilities: we therefore proceed toward our macro-driven allocation by first 
evidencing a link between the headline to core inflation spread and tradable commodities. We 
subsequently intend to exploit this link in three ways: Firstly by devising an efficient strategic 
allocation using core inflation forecasts to determine the commodities’ natural weight in the 
portfolio as dictated by our macro approach. Secondly by testing a tactical allocation strategy 
which would time the inflation pass-through cycle to dynamically determine the optimal share 
of commodities in the allocation. And finally by proposing a strategy to arbitrage core 
inflation-linked derivatives by cross-replicating them with commodity portfolios. In light of 
those results, one could still wonder whether headline indexation is suitable for all investors 
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Figure 7: The volatility spread between headline and core inflation in the US. 
 
 
To make-up for the lack of an investable asset, we could go forward by imagining a 
core versus headline inflation swap that would see long-term players receive a fixed rate for 
the spread between headline and core inflation and short-term players be on the other end of 
the trade (Fulli-Lemaire & Palidda, Swapping Headline for Core Inflation: An Asset Liability 
Management Approach, 2012). Long-term players would most obviously have to roll swaps 
in order to have a continuous cover which maturity cannot extend beyond the one of short-
term players. Since core inflation is particularly sluggish over short horizons, we are 
particularly focusing on the strategy that would see long-term players invest in linkers 
whereas short-term players would invest in nominal bonds and both parties would engage on 
opposite sides of the inflation spread fixed-for-float rate swap. Long-term players would 
obtain a real rate and a core floor plus a fixed risk premium while short-term players would 
achieve a nominal return minus a fixed rate and a volatile-inflation-part hedge. They would 
still remain at risk on the core inflation part which looks like a reasonable risk for short to 
medium maturities but should benefit from much higher real returns as a result of this 
accepted risk. This approach would offer both a synthetic core-linked asset for long-term 
hedgers and offer enhanced returns for short-term hedgers. Their demand for inflation hedges 
is currently severely curtailed by extremely low real rates at the maturity they could invest in. 
In essence, it yields an intermediated commodity investment for short-term players which 
would boost their return on a risk-adjusted basis. The second additional benefit of this new 
derivative would be the onset of a market curve for core inflation that could be derived from 
the trading of these swaps and enable easy mark-to-market valuation of other core-linked 
securities in balance sheets, therefore also easing the way for future issuances of truly core-
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The third and last alternative proposed here consists in drawing a wedge between long-
term and short-term inflation hedgers in order to differentiate their optimal hedging 
investment between headline and core linked assets. Following the premises of a core-linked 
inflation market born out of the issuance of the first investable US core inflation proxy by 
Deutsche-Bank (Li & Zeng, 2012), (Fulli-Lemaire & Palidda, Swapping Headline for Core 
Inflation: An Asset Liability Management Approach, 2012) propose a swap to optimally 
transfer the reference mismatch between our two classes of investors. It would be a make-up 
solution for the lack of outright core-linked assets for long-term investors and a way to 
enhance the real return of short-term investors at the same time. Were such core-linked 
markets to develop, we would have to rewrite the current asset liability management practices 
to reflect this shift. We could in particular envisage shifting long-term liabilities such as 
pension contracts towards a core benchmark since a regime change would at worst bring core 
inflation back more closely in line with its headline counterpart as it was previously. 
 
 
 
   
15 
 
References 
Amenc, N., Martellini, L., & Ziemann, V. (2009). Inflation-Hedging Properties of Real Assets 
and Implications for Asset–Liability Management. Journal of Portfolio Management, 
Summer 2009, Vol. 35, No. 4: pp. 94-110. 
Attié, A. P., & Roache, S. K. (2009, April). Inflation Hedging for Long-Term Investors. IMF 
Working Paper. 
Baffes, J., & Haniotis, T. (2010, July). Placing the 2006/08 Commodity Price Boom. World 
Bank Policy Research Working Paper(5371), 1-42. 
Barclays Capital. (2012). Investment flows in commodities markets and the relationship with 
prices.  
Baumeister, C., & Benati, L. (2010, October). Unconventional Monetary Policy and the Great 
Recession - Estimating the Impact of a Compression in the Yield Spread at the Zero Lower 
Bound. ECB Working Paper(1258 ), 1-52. 
Blanchard, O. (2009, June). The Perfect Storm. Finance & Development IMF, pp. 37-39. 
Blanchard, O. J., & Gali, J. (2007, September). The Macroeconomic Effects of Oil Shocks: 
Why are the 2000s So Different from the 1970s? NBER Working Paper(13368). 
Bodie, Z. (1983, Spring). Commodity futures as a hedge against inflation. The Journal of 
Portfolio Management, pp. Vol. 9, No. 3: pp. 12-17. 
Bodie, Z. (1988, December). Inflation, Index-Linked Bonds, and Asset Allocation. NBER 
Working Paper(2793), 1-23. 
Brennan, M. J., & Xia, Y. (2002). Dynamic Asset Allocation under Inflation. The Journal of 
Finance, 1201–1238. 
Caceres, C., Guzzo, V., & Segoviano Basurto, M. (2010, May). Sovereign Spreads: Global 
Risk Aversion, Contagion or Fundamentals? IMF Working Paper(10/120), 1-30. 
D’Amico, S., Kim, D. H., & Wei, M. (2008, February). Tips from Tips: The Informational 
Content of Treasury Inflation-Protected Security Prices. BIS Working Paper(248). 
Dempster, N., & Artigas, J. C. (2010, Fall). Gold: Inflation Hedge and Long-Term Strategic 
Asset. The Journal of Wealth Management, 13(2), 69-75. 
Farmer, R. E. (2011, October). The Stock Market Crash of 2008 Caused the Great Recession: 
Theory and Evidence. (NBER, Ed.) NBER Working Paper(17479), pp. 1-37. 
Fulli-Lemaire, N. (2012). A Dynamic Inflation Hedging Trading Strategy. Journal of Finance 
& Risk Perspective, 1(2). 
16 
 
Fulli-Lemaire, N. (2012, October 15). Allocating Commodities in Inflation Hedging 
Portfolios: A Core Driven Global Macro Strategy. Retrieved from SSRN Working Paper: 
http://ssrn.com/abstract=2028988 
Fulli-Lemaire, N., & Palidda, E. (2012, August). Swapping Headline for Core Inflation: An 
Asset Liability Management Approach. Retrieved from SSRN: 
http://ssrn.com/abstract=2125962 
Garcia, J. A., & Van Rixtel, A. A. (2007, June). Inflation-Linked Bonds from a Central Bank 
Perspective. European Central Bank Occasional Paper Series(62). 
Graf, S., Haertel, L., Kling, A., & Ruß, J. (2012, August 9). The Impact of Inflation Risk on 
Financial Planning and Risk-Return Profiles. Retrieved from Institut für Finanz- und 
Aktuarwissenschaften Ulm: http://www.ifa-
ulm.de/downloads/The_Impact_of_Inflation_Risk_on_Financial_Planning_and_Risk-
Return_Profiles.pdf 
Hamilton, J. D. (2011, February). Historical Oil Shocks. NBER Working Paper(16790), 1-52. 
Leland, H. E. (1980, Mai). Who Should Buy Portfolio Insurance? The Journal of Finance, 
35(2). 
Levanon, G., Chen, V., & Cheng, B. (2012). Feeling the Pain: Wage Growth in the United 
States during and after the Great Recession. The Conference Board. 
Li, A., & Zeng, S. (2012, August 6). DB Core US CPI Index. (D. Bank, Ed.) DB Fixed 
Income Special Report, pp. 1-8. 
Mabro, R. (1987). Netback pricing and the oil price collapse of 1986. Oxford Institute for 
Energy Studies Working Paper, 1-65. 
Meltzer, A. H. (2005, March/April ). Origins of the Great Inflation. Federal Reserve Bank of 
St. Louis Review, 87(2, Part 2), 145-175. 
Stock, J. H., & Watson, M. W. (2003). Has the Business Cycle Changed and Why? In M. 
Gertler, & K. Rogoff (Eds.), NBER Macroeconomics Annual 2002 (Vol. 17, pp. 159-230). 
MIT Press. 
Todd, E. ,., & Stephen, J. ,. (2010, October). Time Variation in the Inflation Passthrough. 
Journal of Money, Credit and Banking, 42(7). 
van den Noord, P., & André, C. (2007). Why has Core Inflation Remained so Muted in the 
Face of the Oil Shock. OECD Papers, 7(4), 1-34. 
Zhang, A., Korn, R., & Ewald, C.-O. (2007, October). Optimal management and inflation 
protection for defined contribution pension plans. Blätter der DGVFM, 28(2), pp. 239-258. 
 
17 
 
List of Figures 
Figure 1: Crude oil and inflation over forty years in the US ................................................................... 3 
Figure 2: Real sovereign 10 year yields for France, the UK and the US ................................................ 4 
Figure 3: Real and nominal gold prices over fifty years. ........................................................................ 5 
Figure 4: The share of linkers in sovereign issues for France, the UK and the US ................................. 6 
Figure 5: Commodities before and after the Great Recession ................................................................. 9 
Figure 6: The evolving correlation between commodities and inflation in the US ............................... 10 
Figure 7: The volatility spread between headline and core inflation in the US. ................................... 12 
 
